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U.S. Dep artment of Labor Office of Inspector General
Washington, DC. 20210

November 1, 2019

To: FEDERAL AGENCIES WITH RESPONSIBILITIES
FOR THE FEDERAL EMPLOYEES’ COMPENSATION
ACT PROGRAM

Fooiat R Ko

FROM: ELLIOT P. LEWIS
Assistant Inspector General
for Audit
SUBJECT: Special Report Relating to the Federal Employees’

Compensation Act Special Benefit Fund — FY 2019
Report No. 22-20-003-04-431

Attached is the special report on the Federal Employees’ Compensation Act (FECA)
Special Benefit Fund (Fund) that was prepared to assist in the audit of your agency’s
annual financial statements. The U.S. Department of Labor’s (DOL) Office of Workers
Compensation Programs (OWCP) administers the Fund, while DOL’s Office of
Inspector General (OIG) is responsible for auditing the Fund. OIG contracted with
KPMG LLP, an independent certified public accounting firm, to prepare the report on the
Fund as of, and for the year ended, September 30, 2019.

This special report consists of two reports. The first report is an opinion on the Schedule
of Actuarial Liability, Net Intra-Governmental Accounts Receivable, and Benefit
Expense of the Fund as of, and for the year ended, September 30, 2019, for which
KPMG issued an unmodified opinion. In connection with this audit, KPMG performed
certain tests of controls and compliance with laws and regulations related to the Fund.
Its testing of controls disclosed a deficiency in internal control over reporting of benefit
expense titled, “Improvements Needed in the Claims Examiners’ Review of Federal
Employees’ Compensation Act (FECA) Claims.” This significant deficiency was not
considered a material weakness. KPMG'’s testing of compliance disclosed no instances
of noncompliance or other matters that are required to be reported under generally
accepted government auditing standards (GAGAS).

U.S. Department of Labor—Office of Inspector General 1
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The second report is an agreed-upon procedures (AUP) report on the Schedules of
Actuarial Liability, Net Intra-Governmental Accounts Receivable, and Benefit Expense
of the Fund by agency as of, and for the year ended, September 30, 2019. This report
includes a description of the procedures performed and the results of those procedures.
The sufficiency of the procedures referred to in the AUP is solely the responsibility of
the parties specified in this report. Consequently, neither OIG nor KPMG made any
representations regarding the sufficiency of the procedures. Because the AUPs
performed did not constitute an audit, KPMG did not express an opinion on any
elements, accounts, or items as they pertained to the AUP report. Furthermore, neither
OIG nor KPMG had any obligation to perform any procedures beyond those listed in the
attached report.

KPMG is responsible for the attached reports, dated October 31, 2019, and the
conclusions expressed therein. We reviewed KPMG'’s reports and related
documentation and inquired of its representatives. Our review, as differentiated from an
audit in accordance with GAGAS, was not intended to enable us to express, and we did
not express, opinions on the schedule of actuarial liability, net intra-governmental
accounts receivable, and benefit expense of the Fund as of, and for the year ended,
September 30, 2019; nor on the schedules of actuarial liability, net intra-governmental
accounts receivable and benefit expense of the Fund by agency as of, and for the year
ended, September 30, 2019, in the AUP report. Our review disclosed no instances
where KPMG did not comply, in all material respects, with GAGAS.

If you have any questions or comments, please send them via e-malil to:

Joseph L. Donovan, Jr.

Audit Director

U.S. Department of Labor

Office of Inspector General

200 Constitution Ave, NW, Room N-4633
Washington, DC 20210

E-mail: donovan.joseph@oig.dol.gov

Attachment

U.S. Department of Labor—Office of Inspector General 2
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KPMG!

KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Section 1A

Independent Auditors’ Report

Ms. Julia Hearthway, Director
Office of Workers’ Compensation Programs, U.S. Department of Labor

Report on the Schedule

We have audited the accompanying schedule of actuarial liability and net
intra-governmental accounts receivable as of September 30, 2019, and benefit expense
for the year then ended (hereinafter referred to as the schedule), of the U.S.
Department of Labor’s (DOL) Federal Employees’ Compensation Act Special Benefit
Fund (Fund), and the related notes to the schedule.

Management’s Responsibility for the Schedule

Management is responsible for the preparation and fair presentation of this schedule in
accordance with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of the schedule that is free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on this schedule based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the schedule is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the schedule. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the
schedule, whether due to fraud or error. In making those risk assessments, the auditor

U.S. Department of Labor—Office of Inspector General 4
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considers internal control relevant to the entity’s preparation and fair presentation of the
schedule in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the
overall presentation of the schedule.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Opinion on the Schedule

In our opinion, the schedule referred to above presents fairly, in all material respects,
the actuarial liability and net intra-governmental accounts receivable of DOL’s Federal
Employees’ Compensation Act Special Benefit Fund as of September 30, 2019, and its
benefit expense for the year then ended, in accordance with U.S. generally accepted
accounting principles.

Emphasis of Matter

We draw attention to Note 1.b to the schedule, which describes the basis of
presentation. The schedule was prepared by management for the purpose of providing
information to the Chief Financial Officers Act agencies and other specified agencies to
support and prepare their respective financial statements. The schedule is not intended
to be a complete presentation of the Fund’s financial position, its net costs, changes in
net position or budgetary resources. Our opinion is not modified with respect to this
matter.

Other Reporting Required by Government Auditing Standards
Internal Control over Financial Reporting

In planning and performing our audit of the schedule as of and for the year ended
September 30, 2019, we considered the Fund'’s internal control over financial reporting
(internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the schedule, but not for the
purpose of expressing an opinion on the effectiveness of the Fund’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Fund’s internal
control. We did not test all internal controls relevant to operating objectives as broadly
defined by the Federal Managers’ Financial Integrity Act of 1982.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control, such that

U.S. Department of Labor—Office of Inspector General 5
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there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance.

Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies and therefore,
material weaknesses or significant deficiencies may exist that have not been identified.
Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. We did identify certain deficiencies
in internal control, described in Exhibit I, that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Fund’s schedule is free
from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, and contracts, noncompliance with which could have a direct and
material effect on the determination of schedule amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported herein
under Government Auditing Standards.

The Fund’s Response to the Finding

The Fund’s response to the finding identified in our audit is described in the
accompanying Exhibit I. The Fund’s response was not subjected to the auditing
procedures applied in the audit of the schedule, and accordingly, we express no opinion
on the response.

Purpose of the Other Reporting Required by Government Auditing Standards

The purpose of the communication described in the Other Reporting Required by
Government Auditing Standards section is solely to describe the scope of our testing of
internal control and compliance and the result of that testing, and not to provide an
opinion on the effectiveness of the Fund’s internal control or compliance. Accordingly,
this communication is not suitable for any other purpose.

KPMG LP

Washington, D.C.
October 31, 2019

U.S. Department of Labor—Office of Inspector General 6
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Exhibit |

Improvements Needed in the Claims Examiners’ Review of Federal Employees’
Compensation Act (FECA) Claims

In fiscal year (FY) 2018, we reported a significant deficiency related to ineffective
controls related to the Claims Examiners’ (CEs) review of FECA claims. During our FY
2019 audit, we tested controls related to the CEs’ review of claimants’ files for
continuing eligibility, and accuracy of compensation payments and final payments for
terminated claims. As a result of our testing, we continued to note certain instances in
which the CEs’ review was not performed in accordance with established procedures.

For a sample of 140 claims selected to test the control related to the CEs’ review of the
claimants’ continuing eligibility to receive benefits in accordance with the FECA
Procedure Manual (the Manual), we noted the following:

1. For two claims, we noted that the CEs did not timely complete the Periodic
Entitlement Review (PER) in the Integrated Federal Employees’ Compensation
System (iIFECS), in accordance with section 2-0812(5) of the Manual. The
claimants submitted updated EN-1032 forms on July 19, 2018 and November 19,
2018, respectively; however, the CEs did not complete the PERs until May 20,
2019 and May 21, 2019, respectively, after we inquired about the reason a PER
was not completed.

2. For three claims, the CEs completed PERs even though the claimants did not
submit the medical evidence required by section 2-0812(5)(b) of the Manual. For
one claim, medical evidence is required to be obtained once every three years;
however, the most recent medical evidence in the claimant’s file was received in
January 2015. For the other two claims, medical evidence is required to be
obtained annually; however, the most recent medical evidence in the claimants’
files were received in July 2016 and December 2016, respectively.

3. For one claim, the claimant’s marital status changed within the year, as reflected
on the most recent EN-1032 submitted on January 29, 2019; however, the CE
closed the PER on February 8, 2019 without developing the update in the
claimant’'s compensation rate. Subsequently, the claimant’s PER was reopened
on May 16, 2019, after we inquired during the audit.

In addition, for a sample of 15 terminated claims selected to test the control related to
the CEs’ review of the termination claims to determine whether the final payment for
terminated claims were processed accurately and in accordance with the Manual, we
noted an instance in which the CE’s review was not performed in accordance with the
Manual. Specifically, for one terminated claim selected, we noted that the claimant’s
termination effective date was February 26, 2019; however, the final payment was

U.S. Department of Labor—Office of Inspector General 8
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Exhibit |

made for the entire compensation period of February 3, 2019 to March 2, 2019. As
such, the claimant was inappropriately paid for the period of February 27, 2019 through
March 2, 2019, resulting in an overpayment of $682. The CE subsequently addressed
this overpayment in a preliminary overpayment decision letter sent to the claimant on
June 4, 2019.

The exceptions noted above were due to insufficient controls, such as monitoring
controls, to ensure that the CEs’ review of the claims were adequately performed and in
accordance with the Manual.

Insufficient controls over the CEs’ review of claims increases the risk of errors in benefit
payments made to claimants.

The following criteria were considered in the determination and evaluation of the
findings noted above:

e Section 2-0812(5) of the Manual provides the requirement for the CE to obtain
medical and non-medical evidence to determine continued entitlement. This includes
requirements for completion of Form EN-1032 and review of medical evidence on a
yearly basis.

e Section 2-0812(6) of the Manual provides the requirement for the CE to follow up
with the physician and the claimant in the event that medical evidence is not
submitted timely.

e Section 2-0812(8) of the Manual provides the requirement for the CE to request
clarification from the claimant if there is any question pertaining to the status of the
claimant’s dependents reported on the EN-1032.

e Section 2-0812(15) of the Manual provides the requirement for the CE to enter PER
Development Codes in iIFECS when further case development action is required,
and to enter PER Closure Codes when the periodic entitlement review is complete.

e Section 2-0901(12) of the Manual provides the requirement for determining
compensation rates when the claimant has one or more eligible dependents as
defined in section 8110 of the FECA.

e Section 2-1400(3) of the Manual provides the requirement that the date of the
disallowance for claimant terminations should match the date of the applicable coding
entered in iIFECS.

U.S. Department of Labor—Office of Inspector General 9
Report Number: 22-20-003-04-431



Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

Exhibit |
e The Government and Accountability Office Standards for Internal Control in the
Federal Government, Section 16 provides the requirements related to management’s
monitoring of the internal control system.

Recommendations:

We recommend that the Director of OWCP:

1. Complete follow-up actions to obtain the information required to determine the
claimants’ continuing eligibility and recover any associated overpayments, if
necessary;

2. Require the PERs performed by the CEs to be periodically reviewed by a second
CE to ensure the PERs are completed timely and at the level of detail required by
the Manual; and

3. Provide additional training to the CEs to address the identified deficiencies.

Management’s Response:

1. DFEC agrees to complete follow-up actions to obtain the information required to
determine the claimant’s continuing eligibility and recover any associated
overpayments, if necessary.

2. DFEC agrees to continue the internal audit process that was implemented in
quarter 2 of FY 19, which includes periodic reviews of PERs closures by special

claims examiners.

3. DFEC agrees to provide training to the CE’s responsible for the identified
deficiencies.

Auditors' Response:

We will conduct follow-up procedures in FY 2020 to determine whether the corrective
actions have been sufficiently implemented.

U.S. Department of Labor—Office of Inspector General 10
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SECTION 1B

U.S. Department of Labor
Office of Workers’ Compensation Programs
Federal Employees’ Compensation Act Special Benefit Fund

Schedule of Actuarial Liability and Net Intra-Governmental
Accounts Receivable as of September 30, 2019, and Benefit Expense
For the Year Ended September 30, 2019
(Dollars in Thousands)

Actuarial Liability $ 37,424,819
Net Intra-Governmental Accounts Receivable $ 4,948,253
Benefit Expense $ 2,848,885

See accompanying notes to the Schedule

U.S. Department of Labor—Office of Inspector General
Report Number: 22-20-003-04-431
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SECTION 1C

Notes to the Schedule of Actuarial Liability and Net Intra-Governmental
Accounts Receivable as of September 30, 2019, and Benefit Expense
For the Year Ended September 30, 2019

1. Significant Accounting Policies

a. Reporting Entity

The U.S. Department of Labor's (DOL) Federal Employees’ Compensation Act
(FECA) Special Benefit Fund (the Fund) was established by the FECA to provide
income and medical cost protection to covered federal civilian employees injured
on the job, employees who have incurred a work-related occupational disease,
and beneficiaries of employees whose death is attributable to a job-related injury
or occupational disease. The Fund is reimbursed by other federal agencies for
the FECA benefit payments made on behalf of their workers. The DOL, Office of
Workers’ Compensation Programs (OWCP) is charged with the responsibility of
operating the Special Benefit Fund under the provisions of FECA.

b. Basis of Presentation

The Schedule of Actuarial Liability and Net Intra-Governmental Accounts
Receivable as of September 30, 2019, and Benefit Expense for the year ended
September 30, 2019, of the U.S. Department of Labor’s Federal Employees’
Compensation Act Special Benefit Fund (the schedule) has been prepared to
report the actuarial liability estimate, net intra-governmental accounts receivable,
and benefit expense of the Fund. OWCP is responsible for providing this
information to the Chief Financial Officers Act (CFO Act) agencies and other
specified agencies to support and prepare their respective financial statements.
The schedule has been prepared from the accounting records of the Fund. The
actuarial liability, net intra-governmental accounts receivable, and benefit
expense of the Fund are considered specified accounts for the purpose of this
schedule. The schedule is not intended to be a complete presentation of the
Fund’s financial position, its net cost, changes in net position or budgetary
resources.

c. Basis of Accounting

The Schedule has been prepared on the accrual basis of accounting in
conformity with U.S. generally accepted accounting principles (GAAP).

U.S. Department of Labor—Office of Inspector General 12
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d. Actuarial Liability Estimate (Future Workers’ Compensation Benefits)

The actuarial liability for future workers’ compensation benefits reported on the
schedule includes the projected liability for death, disability, medical and
miscellaneous costs for approved cases as well as an estimate for those cases
incurred but not reported. The liability is determined using a method that utilizes
historical benefit payment patterns related to a specific incurred period to predict
the ultimate payments related to that period. The preparation of the actuarial
liability requires management to make certain estimates and assumptions that
affect the reported amount. Actual results could differ from the estimated
amounts.

The actuarial liability comprises of two components, one associated with claims
that are billed to employing agencies and the other non-billable component,
which includes War Hazards Compensation Act (WHCA) claims. The billable
component of the actuarial model uses a Paid Loss Development Method to
estimate the billable liability in total, then by defined agency group, and finally for
each individual agency. The non-billable component uses a triangle-based
approach to estimate the liability that is not billed to employing agencies. Both
components use inflation rate assumptions on both past and future indemnity
and medical benefits to adjust past data and project forward.

As required under U.S. GAAP, these projected annual benefit payments have
been discounted to present value. Consistent with last year’s practice, OWCP
derived its discount rates from averages of Treasury Nominal Coupon-Issue
Yield Curves that are published by the U.S. Department of the Treasury
(Treasury). OWCP used discount rates derived from the Treasury Nominal
Coupon-Issue Yield Curve based on an average of the quarterly spot rates
presented from July 1, 2014 through June 30, 2019. The discount rates were
selected by interpolation of the yield curve averages with maturities that matched
average FECA compensation and medical cash flow durations.

To provide more specifics for the effects of inflation on the liability for future
workers' compensation benefits, a wage inflation factor (Cost of Living
Adjustment) (COLA), and a medical inflation factor (consumer price index-
medical) (CPI - Med) are applied to the calculation of projected future benefits.
These factors are also used to adjust the historical payments to current-year
constant dollars. The liability is determined assuming an annual payment at mid-
year.

The compensation and medical inflation rates used in the actuarial model
represent five year averages of published inflation rates ending with the benefit
payment fiscal year. The compensation inflation rates are derived from FECA

U.S. Department of Labor—Office of Inspector General 13
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COLA rates that are updated March 1st of each year by the Division of Federal
Employees’ Compensation. The medical inflation rates are derived from CPI -
Med rates published by the Office of Management and Budget.

e. Net Intra-governmental Accounts Receivable
The net intra-governmental accounts receivable is the amount due from federal
agencies for benefit payments paid to or on behalf of employees of the

employing agency as of September 30, 2019. Intra-governmental accounts
receivable are considered fully collectible.

2. Actuarial Liability Estimate (Future Workers’ Compensation Benefits)

In Fiscal Year (FY) 2019, the interest rates used to discount billable and non-
billable compensation and medical benefits were 2.610 percent and 2.350
percent, respectively.

The compensation COLA and CPI - Med entered into the actuarial model to
calculate FY 2019 liability estimates were as follows:

CPI -
FY COLA Med
2020 1.467 2.863
2021 1.847 3.054
2022 2.120 3.085
2023 2.167 3.469
2024+ 2.213 3.880
U.S. Department of Labor—Office of Inspector General 14
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The actuarial liability for future workers’ compensation benefits as of September 30,
2019 was attributed to other federal agencies as follows (dollars in thousands):

Agency for International Development
Environmental Protection Agency

General Services Administration

National Aeronautics and Space Administration
National Science Foundation

Nuclear Regulatory Commission

Office of Personnel Management

U.S. Postal Service

Small Business Administration

Social Security Administration

Tennessee Valley Authority

S. Department of Agriculture

. Department of the Air Force

. Department of the Army

. Department of Commerce

. Department of Defense — other

. Department of Education

. Department of Energy

. Department of Health and Human Services
. Department of Homeland Security

. Department of the Interior

. Department of Justice

. Department of Labor

. Department of the Navy

. Department of State

. Department of Transportation
. Department of the Treasury

ccccccccccccccgcccc
WO noOnnnnnnonnon

S. Department of Veterans Affairs
Other agencies!

Non-billable portion

Total Liability

. Department of Housing and Urban Development

$21,807
42,044
115,732
38,711
1,389
4,607
22,575
16,370,282
28,794
299,725
330,004
782,566
1,249,038
1,724,790
168,014
711,315
11,148
96,849
276,458
3,094,706
60,515
682,867
1,811,347
230,312
2,101,745
90,958
854,159
566,995
2,387,422
658,628
2,589,317
$37,424,819

1 This amount represents other agencies for which OWCP has not individually calculated an actuarial liability.

U.S. Department of Labor—Office of Inspector General
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Net Intra-Governmental Accounts Receivable

Net intra-governmental accounts receivable for the year ended September 30,
2019, consisted of the following (dollars in thousands):

Billed, but not paid as of year end $ 4,203,140
Benefit payments not yet billed $ 770,594
Credits due from the Public $ (25,481)

Total net intra-governmental
accounts receivable $ 4,948,253

The Fund also receives an appropriation for special cases and older cases where
employing agencies are not charged for benefit payments.

Each federal agency is required by FECA to include in its annual budget estimate
a request for an appropriation in the amount equal to the agency cost. Agencies
not receiving an appropriation are required to pay agency costs from funds
directly under their control. In addition, certain corporations and instrumentalities
are assessed under FECA for a fair share of the costs of administering disability
claims filed by their employees. The fair share costs are included in the
calculation to determine the net intra-governmental accounts receivable.

Benefit Expense

Benefit expense for the year ended September 30, 2019, consisted of the
following (dollars in thousands):

Benefits paid for compensation $ 2,112,556
Benefits paid for medical benefits $ 883,856
Change in accrued benefits $ 3,454
Change in actuarial liability $ (150,981)
Total benefit expense $ 2,848,885
U.S. Department of Labor—Office of Inspector General 16
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5. Material Concentration of Risk

The U.S. Postal Service (USPS) represents 44 percent of the actuarial liability
and 35 percent of the net intra-governmental accounts receivable to the Fund as
of September 30, 2019.

The USPS disclosed its lack of liquidity in its FY 2018 audited financial
statements and its interim, unaudited financial statements for the third quarter of
FY 2019. The USPS’s portion of the FECA actuarial liability and net intra-
governmental accounts receivable as of September 30, 2019, together with the
USPS’s poor financial condition, represent a material concentration of risk for the
Fund. On October 15, 2019, USPS paid their FY 2019 Chargeback bills totaling
$1,359,583,506.

U.S. Department of Labor—Office of Inspector General 17
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Section 2

Agreed-Upon Procedures Section
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KPMG LLP

Suite 12000

1801 K Street, NW
Washington, DC 20006

Section 2A

Independent Accountants’ Report
on Applying Agreed-Upon Procedures

Mr. Scott S. Dahl, Inspector General
Office of Inspector General, U.S. Department of Labor

Ms. Julia K. Hearthway, Director
Office of Workers’ Compensation Programs, U.S. Department of Labor

Specified Parties Listed in Section 2B

We have performed the procedures enumerated in Section 2D, Agreed-Upon
Procedures and Results, which were agreed to by the U.S. Department of Labor (DOL)
Office of Workers’ Compensation Programs (OWCP) and the specified parties listed in
Section 2B, solely to assist you in evaluating the accompanying Schedules of Actuarial
Liability by Agency and Net Intra-Governmental Accounts Receivable by Agency as of
September 30, 2019, and the Schedule of Benefit Expense by Agency for the year then
ended, of the DOL FECA Special Benefit Fund (hereinafter referred to as the
schedules). DOL OWCP management is responsible for the schedules (Section 2C).
The sufficiency of these procedures is solely the responsibility of the parties specified in
Section 2B of this report. Consequently, we make no representation regarding the
sufficiency of the procedures enumerated in Section 2D either for the purpose for which
this report has been requested or for any other purpose. The procedures we performed
and the associated results are presented in Section 2D of this report.

This agreed-upon procedures engagement was conducted in accordance with
attestation standards established by the American Institute of Certified Public
Accountants and the standards applicable to attestation engagements contained in the
Government Auditing Standards issued by the Comptroller General of the United
States. We were not engaged to, and did not, conduct an examination or review, the
objective of which would be the expression of an opinion or conclusion, respectively, on
the schedules. Accordingly, we do not express such an opinion or conclusion. Had we
performed additional procedures, other matters might have come to our attention that
would have been reported to you.

U.S. Department of Labor—Office of Inspector General 19
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

The purpose of this report is to present our findings as a result of performing the
agreed-upon procedures enumerated in Section 2D. Accordingly, this report is not
suitable for any other purpose.

KPMe LLP

Washington, D.C.
October 31, 2019

U.S. Department of Labor—Office of Inspector General
Report Number: 22-20-003-04-431
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

Section 2B
Specified Parties

Federal agencies:

- Agency for International Development

- National Aeronautics and Space Administration
- National Science Foundation

- Nuclear Regulatory Commission

- Office of Personnel Management

- Social Security Administration

- U.S.
- U.S.
- U.S.
- U.S.
- U.S.
- U.S.
- U.S.
- U.S.

Department of Agriculture

Department of the Air Force

Department of Defense — Other

Department of Health and Human Services
Department of Housing and Urban Development
Department of the Navy

Department of State

Department of Veterans Affairs

Federal agencies and their auditors:

- General Services Administration
- Small Business Administration

- US.
- US.
- US.
- US.
- US.
- US.
- US.
- US.
- US.
- US.

Department of the Army
Department of Commerce
Department of Education
Department of Energy
Department of Homeland Security
Department of Justice
Department of Labor

Department of the Interior
Department of Transportation
Department of the Treasury

U.S. Department of Labor—Office of Inspector General
Report Number: 22-20-003-04-431
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Special Report Relating to the

Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor
Office of Workers’ Compensation Programs

Federal Employees’ Compensation Act Special Benefit Fund

I. Schedule of Actuarial Liability by Agency
As of September 30, 2019
(Dollars in Thousands)

Actuarial

AGENCY Liability
Agency for International Development $21,807
Environmental Protection Agency 42,044
General Services Administration 115,732
National Aeronautics and Space Administration 38,711
National Science Foundation 1,389
Nuclear Regulatory Commission 4,607
Office of Personnel Management 22,575
U.S. Postal Service 16,370,282
Small Business Administration 28,794
Social Security Administration 299,725
Tennessee Valley Authority 330,004
U. S. Department of Agriculture 782,566
U. S. Department of the Air Force 1,249,038
U. S. Department of the Army 1,724,790
U. S. Department of Commerce 168,014
U. S. Department of Defense — other 711,315
U. S. Department of Education 11,148
U. S. Department of Energy 96,849
U. S. Department of Health and Human Services 276,458
U. S. Department of Homeland Security 3,094,706
(continued)
U.S. Department of Labor—Office of Inspector General 22
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor
Office of Workers’ Compensation Programs
Federal Employees’ Compensation Act Special Benefit Fund

I. Schedule of Actuarial Liability by Agency
As of September 30, 2019
(Dollars in Thousands)

Actuarial
AGENCY Liability
U. S. Department of Housing and Urban Development 60,515
U. S. Department of the Interior 682,867
U. S. Department of Justice 1,811,347
U. S. Department of Labor 230,312
U. S. Department of the Navy 2,101,745
U. S. Department of State 90,958
U. S. Department of Transportation 854,159
U. S. Department of the Treasury 566,995
U. S. Department of Veterans Affairs 2,387,422
Other Agencies (1) 658,628
Non-Billable 2,589,317
Total $37,424,819

(1) This amount represents other agencies for which OWCP has not individually calculated an actuarial liability.

U.S. Department of Labor—Office of Inspector General
Report Number: 22-20-003-04-431
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Special Report Relating to the

Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor

Office of Workers’ Compensation Programs

Federal Employees’ Compensation Act Special Benefit Fund

II. Schedule of Net Intra-Governmental
Accounts Receivable by Agency
As of September 30, 2019

(Dollars in Thousands)

Amounts Net Intra-
Amounts Expended Credits | Governmental
Billed Not Not Yet Due from Accounts

AGENCY Yet Paid (1) | Billed (2) | Public (3) | Receivable (4)
Agency for International Development 6,201 946 (31) 7,116
Environmental Protection Agency 8,089 1,180 (39) 9,230
General Services Administration 21,052 2,831 (94) 23,789
National Aeronautics and Space
Administration 6,527 757 (25) 7,259
National Science Foundation 379 45 (2) 422
Nuclear Regulatory Commission 860 115 (4) 971
Office of Personnel Management 3,808 398 (13) 4,193
United States Postal Service 1,359,585 367,286 (12,145) 1,714,726
Small Business Administration 5,074 672 (22) 5,724
Social Security Administration 45,956 6,139 (203) 51,892
Tennessee Valley Authority 40,832 9,315 (308) 49,839
U. S. Department of Agriculture 121,574 15,859 (524) 136,909
U. S. Department of the Air Force 197,510 27,473 (908) 224,075
U. S. Department of the Army 215,608 28,217 (933) 242,892
U. S. Department of Commerce 21,777 3,335 (110) 25,002
U. S. Department of Defense — other 161,139 24,102 (797) 184,444
U. S. Department of Education 2,286 291 (10) 2,567
U. S. Department of Energy 14,662 2,515 (83) 17,094

(continued)
1 Amount billed through June 30, 2019 (including prior years) but not yet paid as of September 30, 2019.
2 Amounts paid and accrued but not yet billed for the period July 1, 2019 through September 30, 2019.
3 Allocation of credits due from the public through September 30, 2019.
4 Total amount due to the fund for each agency as of September 30, 2019.
U.S. Department of Labor—Office of Inspector General 24

Report Number: 22-20-003-04-431




Special Report Relating to the

Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor

Office of Workers’ Compensation Programs

Federal Employees’ Compensation Act Special Benefit Fund

II. Schedule of Net Intra-Governmental
Accounts Receivable by Agency
As of September 30, 2019

(Dollars in Thousands)

Amounts Net Intra-

Amounts Expended Credits | Governmental

Billed Not Not Yet Due from Accounts
AGENCY Yet Paid (1) | Billed (2) | Public (3) | Receivable (4)
U. S. Department of Health and Human
Services 47,748 6,620 (219) 54,149
U. S. Department of Homeland Security 431,284 60,142 (1,989) 489,437
U. S. Department of Housing and Urban
Development 11,595 1,569 (52) 13,112
U. S. Department of the Interior 100,658 13,819 (457) 114,020
U. S. Department of Justice 245,051 35,323 (1,168) 279,206
U. S. Department of Labor 40,759 6,357 (210) 46,906
U. S. Department of the Navy 351,872 48,426 (1,601) 398,697
U. S. Department of State 16,788 2,286 (76) 18,998
U. S. Department of Transportation 154,753 20,475 (677) 174,551
U. S. Department of the Treasury 92,163 12,668 (419) 104,412
U. S. Department of Veterans Affairs 393,600 56,963 (1,884) 448,679
Other agencies 83,950 14,470 (478) 97,942
Total - all agencies 4,203,140 770,594 (25,481) 4,948,253
1 Amount billed through June 30, 2019 (including prior years) but not yet paid as of September 30, 2019.
2 Amounts paid and accrued but not yet billed for the period July 1, 2019 through September 30, 2019.
3 Allocation of credits due from public through September 30, 2019.
4 Total amount due to the fund for each agency as of September 30, 2019.
U.S. Department of Labor—Office of Inspector General 25
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor
Office of Workers’ Compensation Programs
Federal Employees’ Compensation Act Special Benefit Fund

[ll. Schedule of Benefit Expense by Agency
As of September 30, 2019
(Dollars in Thousands)

Benefits

Paid and

Change in Change in Total

Accrued Actuarial Benefit
AGENCY Benefits Liability Expense
Agency for International Development 3,256 (1,598) 1,658
Environmental Protection Agency 4,138 (1,635) 2,503
General Services Administration 10,411 3,998 14,409
National Aeronautics and Space Administration 2,837 422 3,259
National Science Foundation 157 124 281
Nuclear Regulatory Commission 408 (652) (244)
Office of Personnel Management 1,611 (2,365) (754)
United States Postal Service 1,268,166 (178,418) 1,089,748
Small Business Administration 2,278 (6,060) (3,782)
Social Security Administration 22,698 (14,738) 7,960
Tennessee Valley Authority 34,224 (1,752) 32,472
U. S. Department of Agriculture 59,114 (108,954) (49,840)
U. S. Department of the Air Force 96,551 28,260 124,811
U. S. Department of the Army 137,842 (25,520) 112,322
U. S. Department of Commerce 11,178 (19,078) (7,900)
U. S. Department of Defense — other 53,169 (66,926) (13,757)
U. S. Department of Education 1,099 (1,867) (768)
U. S. Department of Energy 8,520 1,716 10,236
U. S. Department of Health and Human Services 23,251 884 24,135
U.S. Department of Homeland Security 216,806 131,388 348,194

(continued)

U.S. Department of Labor—Office of Inspector General
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2C

U.S. Department of Labor
Office of Workers’ Compensation Programs
Federal Employees’ Compensation Act Special Benefit Fund

[ll. Schedule of Benefit Expense by Agency
As of September 30, 2019
(Dollars in Thousands)

Benefits Paid

and Change Change in Total

in Accrued Actuarial Benefit
AGENCY Benefits Liability Expense
U. S. Department of Housing and Urban
Development 5,874 (2,070) 3,804
U. S. Department of the Interior 49,229 (76,762) (27,533)
U. S. Department of Justice 124,231 (24,595) 99,636
U. S. Department of Labor 18,497 10,487 28,984
U. S. Department of the Navy 170,605 (6,946) 163,659
U. S. Department of State 7,900 (2,123) 5,777
U. S. Department of Transportation 74,581 (19,932) 54,649
U. S. Department of the Treasury 44,788 (16,218) 28,570
U. S. Department of Veterans Affairs 194,342 (11,820) 182,522
Other agencies and non-billable 352,105 261,769 613,874
Total - all agencies 2,999,866 (150,981) 2,848,885

1 This amount represents other agencies for which OWCP has not individually calculated an actuarial liability, as well as the

amounts associated with non-billable payments.

U.S. Department of Labor—Office of Inspector General
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

1)

Compared the actuarial liability, by
agency, as of September 30,
2019, as reported in the
Memorandum to the Chief
Financial Officers (CFO) of
Executive Departments, issued by
DOL's Office of the Chief Financial
Officer (OCFQ), to the liability
calculated by the DOL Loss
Development! actuarial model
(DOL model) as of September 30,
2019, and reported any
differences.

No differences were noted as a result of
applying this procedure.

2)

Recalculated the actuarial liability
as of September 30, 2019, using
the DOL model, and compared it
to the liability calculated by DOL in
its DOL model as of September
30, 2019. For any identified
difference(s), determined if DOL
corrected the difference(s) in its
final DOL model by agreeing (a)
KPMG'’s recalculated actuarial
liability as of September 30, 2019,
using the final DOL model, to (b)
the actuarial liability reported in
the Special Report Relating to the
Federal Employees’
Compensation Act Special Benefit
Fund and reported any
differences.

As a result of applying this procedure, we
identified a difference of $1,637 between
the recalculated actuarial liability and the
DOL model.

(continued)

1 The DOL model uses a Paid Loss Development Method by agency, by defined agency groups, and in total using
inflation rate assumptions on both past and future indemnity and medical benefits to adjust past data and project

forward.

U.S. Department of Labor—Office of Inspector General
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit

Fund

SECTIO

N 2D

Agreed-Upon Procedures and Results

l. Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

3) Compared the average interest
rate and average inflation rate
(Cost of Living Adjustment (COLA)
and Consumer Price Index —
Medical (CPI-Med)) assumptions
used in the DOL model as of
September 30, 2018, to the
average interest rate and average
inflation rate (COLA and CPI-Med)
assumptions used in the DOL
model as of September 30, 2019,
and reported any variances.

The average interest rate and inflation rate
variances are as follows:

Average Rate | 2019 Rate | Increase/
(Decrease)

Interest — 2.61% (0.11%)

compensation

Interest — 2.35% (0.03%)

medical

COLA 2.18% 0.02%

CPI-Med 3.81% (0.22%)

(continued)

U.S. Department of Labor—Office of Inspector General
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit

Fund

SECTIO

N 2D

Agreed-Upon Procedures and Results

l. Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

4) Obtained the DOL model as of
September 30, 2019 and
September 30, 2018 and
Chargeback Agency Billing List
Summary for the years ended
September 30, 2019 and
September 30, 2018 and
performed the following
procedures:

a) Calculated the percentage
change in the actuarial liability
for each agency by
subtracting their respective
actuarial liability as of
September 30, 2018, from the
September 30, 2019 balance,
based on the DOL model, and
by dividing this difference by
the actuarial liability balance
for the respective agency as
of September 30, 2018.

b) Identified agencies whose
actuarial liability changed by
more than 10 percent during
fiscal year (FY) 2019.

As a result of applying this procedure, we
identified the following agencies that had a
change in actuarial liability of greater than
10 percent during fiscal year 2019. For
these agencies, we noted the following
changes in benefit payments from
September 30, 2018 to September 30,

2019.

Percentage | Percentage

Agency changgin change_in

actuarial benefit

liability payments
EOP (17.0)% (24.4)%
SBA (17.4)% (5.9)%
NRC (12.4)% (2.7)%
PCC 10.1% (2.9)%
EDU (14.3)% (14.5)%
AGR (12.2)% (2.7)%
COM (10.2)% (8.4)%

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

l. Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

c)

d)

For those agencies identified
in step b) above, calculated
the percentage change in
benefit payment amounts by
subtracting the benefit
payment amounts in the
Chargeback Agency Billing
List Summary for the year
ended September 30, 2018
for each agency, from the
benefit payment amounts in
the Chargeback Agency
Billing List Summary for the
year ended September 30,
2019 for the respective
agency and by dividing this
difference by the benefit
payment amounts for the
respective agency for the
year ended September 30,
2018.

Reported the name of any
agency whose actuarial
liability changed by more
than 10 percent during FY
2019 and the percentage
change in the benefit
payment for those agencies.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

5)

Compared the interest rate (used
to derive the discount rate) and
inflation rate (COLA and CPI-
Med) assumptions used in the
DOL model as of September 30,
2019, to the interest rates and
inflation rates (COLA and CPI-
Med) published by the U.S.
Department of the Treasury and
Office of Management and Budget
(OMB) in the FY 2020 OMB Mid-
Session Review, respectively, and
reported any differences.

No differences were noted as a result of
applying this procedure.

6)

Compared both the benefit
payments, by agency, for the
chargeback year ended June 30,
2019, and the aggregate benefit
payments for the chargeback
years ended June 30, 2014
through 2019, used in the DOL
model, with the benefit payments,
by agency, for the chargeback
year ended June 30, 2019, and
the aggregate benefit payments
for the chargeback years ended
June 30, 2014 through 2019, as
reported in the Chargeback
Agency Billing List Summary and
reported any differences.

No differences were noted as a result of
applying this procedure.

(continued)
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Special Report Relating to the

Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

l. Actuarial Liability

Agreed Upon Procedures Performed

Results of Procedures

7) Compared the estimated benefit
payments calculated by the FY
2018 DOL model for the
chargeback year ended June 30,
2019, to the actual benefit
payments for the chargeback year
ended June 30, 2019, from the
DOL Chargeback Agency Billing
List Summary. Identified and
reported the agencies for which
the benefit payments estimated by
the FY 2018 DOL model varied by
more than 20 percent and $2
million from the actual benefit
payments made during the
chargeback year ended June 30,
2019, from the DOL Chargeback
Agency Billing List Summary.

As a result of applying this procedure, we
identified no agencies for which the benefit
payments estimated by the FY 2018 DOL
model for the chargeback year ended June
30, 2019 varied by more than 20 percent
and $2 million from the actual benefit
payments made during the year ended
June 30, 2019, from the DOL Chargeback
Agency Billing List Summary.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

Il. Net Intra-governmental Accounts Receivable

Agreed Upon Procedures Performed Results of Procedures
8) For a selection of 21 federal No differences were noted as a result of
agencies, obtained a list of applying this procedure.

appropriate representatives from
the Office of Workers’
Compensation Programs
(OWCP), and sent letters to
confirm the total accounts
receivable balances due per the
bills sent to the agencies, dated
August 13, 2019, for the
chargeback year July 1, 2018,
through June 30, 2019. Compared
the confirmed accounts receivable
balances, less any pre-payments
received prior to

September 30, 2019, to the billed
and due in FY 2020 and FY 2021
amounts reported by the OCFO in
the Liability for Current Federal
Employees’ Compensation Act
Benefits report as of

September 30, 2019, posted on
the DOL website and reported any
differences.

(continued)

U.S. Department of Labor—Office of Inspector General 34
Report Number: 22-20-003-04-431



Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit

Fund

SECTION 2D

Agreed-Upon Procedures and Results

Il. Net Intra-governmental Accou

nts Receivable

Agreed Upon Procedures Performed

Results of Procedures

9) Recalculated the September 30,
2019, net intra-governmental
accounts receivable balances for
each agency by: a) adding the
bills sent to federal agencies,
dated August 13, 2019, to the
prior-year ending balance from the
Special Report Relating to the
FECA Special Benefit Fund as of
September 30, 2018; b)
subtracting the current year’s cash
collections as reported by the
OCFO on the CARS IPAC
supporting listing and collection
voucher support listing reports; c)
adding the change in the fourth
quarter unbilled accounts
receivable from FY 2018; and d)
subtracting the FY 2019 credits
due from the public reported in the
detailed subsidiary ledger.
Compared the recalculated
September 30, 2019, net intra-
governmental accounts receivable
balances for each agency to the
FY 2019 amount reported in the
detailed subsidiary ledger and
reported any differences
exceeding 1 percent.

No differences exceeding 1 percent were
noted as a result of applying this procedure.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

Net Intra-governmental Accounts Receivable

Agreed Upon Procedures Performed

Results of Procedures

10)

Compared the total recalculated
September 30, 2019, net intra-
governmental accounts receivable
balance to the September 30,
2019, net intra-governmental
accounts receivable balance
reported in the general ledger and
reported any differences
exceeding 1 percent.

No differences exceeding 1 percent were
noted as a result of applying this procedure.

11)

Compared the recalculated
September 30, 2019, net intra-
governmental accounts receivable
balance for each agency to the
balances reported by the OCFO in
the Liability for Current Federal
Employees’ Compensation Act
Benefits report as of September
30, 2019, and reported any
differences exceeding 1 percent.

No differences exceeding 1 percent were
noted as a result of applying this procedure.

12)

Compared the total amount on the
Chargeback Agency Billing List
Summary for the period of July 1,
2018, through June 30, 2019, for
each agency, less the chargeback
amounts coded as non-billable, to
the Total Benefit Costs line on the
bill sent to the agency dated
August 13, 2019, and reported
any differences.

No differences were noted as a result of
applying this procedure.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

Il. Net Intra-governmental Accounts Receivable

Agreed Upon Procedures Performed Results of Procedures

13) Compared accrued benefits as of | No differences were noted as a result of
September 30, 2019, recorded on | applying this procedure.
the OCFO Liability for Current
Federal Employees’
Compensation Act Benefits report
as of September 30, 2019, to the
accrual calculation worksheet
prepared by DOL as of September
30, 2019, and reported any
differences.

14) Recalculated the allocation of No differences were noted as a result of
accrued benefits for each agency | applying this procedure.
as of September 30, 2019, as the
ratio between the amount reported
for the agency per the
Chargeback Period Ending
September 30, 2019, column
presented in the Liability for
Current Federal Employees’
Compensation Act Benefits report
as of September 30, 2019, and
the total for all agencies reported
in that column. Multiplied the
agency'’s ratio by total accrued
benefits presented on the accrual
calculation worksheet prepared by
DOL. Compared the allocation of
accrued benefits for each agency
to the allocation of accrued
benefits recorded on the OCFO’s
Liability for Current Federal
Employees’ Compensation Act
Benefits report as of September
30, 2019, and reported any
differences.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit

Fund

SECTIO

N 2D

Agreed-Upon Procedures and Results

Il. Net Intra-governmental Accounts Receivable

Agreed Upon Procedures Performed

Results of Procedures

15) Compared the amount per the
Chargeback Period Ending
September 30, 2019, column
presented in the Liability for
Current Federal Employees’
Compensation Act Benefits report
as of September 30, 2019, to the
FY 2019 fourth quarter benefit
payments reported on the
Chargeback Agency Billing List
Summary, less the chargeback
amounts coded as non-billable
and reported any differences.

No differences were noted as a result of
applying this procedure.

(continued)
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Special Report Relating to the

Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

[I. Benefit Expense

Agreed Upon Procedures Performed

Results of Procedures

16) Compared the total of: 1) benefit
payments recorded in the
Integrated Federal Employees
Compensation System (iIFECS);
2) benefit payments recorded in
the Central Bill Process (CBP)
auto roll payment database; and
3) manual payments recorded in
the general ledger for the months
of March 31, 2019, and
September 30, 2019, to the gross
disbursements (which relate to
benefit payments) reported in
Treasury’s CARS Government-
Wide Accounting and Reporting
(GWA) Account Statement for the
Agency Location Codes (ALCs)
assigned to FECA, for the same
two months and reported any
differences exceeding 1 percent.

No differences exceeding 1 percent were
noted as a result of applying this procedure.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit

Fund

SECTION 2D

Agreed-Upon Procedures and Results

[I. Benefit Expense

Agreed Upon Procedures Performed

Results of Procedures

17) Calculated the difference between
the total benefit payments per the
Chargeback Agency Billing List
Summary and the total benefit
payments per the iIFECS and CBP
databases for each agency, as
reported in the Chargeback
Reconciliation Reports prepared
by OWCP for the periods October
1, 2018, through June 30, 2019,
and July 1, 2019, through
September 30, 2019, and then
divided the difference by the total
benefit payments per the
Chargeback Agency Billing List
Summary and reported
differences for any agency
exceeding 1 percent.

No differences exceeding 1 percent were
noted as a result of applying this procedure.

(continued)
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Special Report Relating to the
Federal Employees’ Compensation Act Special Benefit Fund

SECTION 2D

Agreed-Upon Procedures and Results

[I. Benefit Expense

Agreed Upon Procedures Performed Results of Procedures
18) For the Chargeback No differences exceeding 1 percent were
Reconciliation Reports for the noted as a result of applying this procedure.

periods October 1, 2018, through
June 30, 2019, and July 1, 2019,
through September 30, 2019:

a) Compared the total benefit
payments in the
Chargeback Agency Billing
List Summary reported in
the reconciliation to the
actual Chargeback Agency
Billing List Summary.

b) Compared the total benefit
payments from the iIFECS
and CBP databases
reported in the reconciliation
to the actual iFECS and
CBP databases.

Identified and reported any
differences exceeding 1 percent.

19) For all agencies, compared As a result of applying this procedure, we
compensation and medical bill identified the following agencies that had
payments by agency for the fiscal | variances over 10 percent:
year ended September 30, 2019,

from the Chargeback Agency Agency Variance
Billing List Summary prepared by EOP (24.4)%
DOL, to the compensation and NSE (26.2)%

medical bill payments by agency

reported for the fiscal year ended OPM (18-0);%’
September 30, 2018, from the NASA (20.5)%
Chargeback Agency Billing List EDU (14.5)%

Summary prepared by DOL and
reported any variances over 10
percent.

(continued)
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SECTIO

N 2D

Agreed-Upon Procedures and Results

[I. Benefit Expense

Agreed Upon Procedures Performed

Results of Procedures

20) For a selection of 81
compensation payments made for
initially eligible claimants during
the fiscal year ended September
30, 2019, compared beneficiary
name, beneficiary social security
number (SSN), date of birth, pay
rate or grade/step at the time of
injury, date of injury or date
disability began, dependent
information, and employing
agency from the applicable Forms
CA-1, Federal Notice of Traumatic
Injury and Claim for Continuation
of Pay/Compensation, CA-2,
Notice of Occupational Disease
and Claim for Compensation, CA-
5, Claim for Compensation by
Widow, Widower, or Children,
CA-6, Official Supervisor’s Report
for Employee’s Death, CA-7,
Claim for Compensation, and
supporting agency wage details to
the beneficiary name, beneficiary
SSN, date of birth, pay rate or
grade/step at the time of injury,
date of injury or date disability
began, dependent information,
and chargeback code in the
IFECS database and reported any
differences.

As a result of applying this procedure, we
identified one payment in which the
dependent information in iIFECS reflected
that the beneficiary had no dependents,
whereas the beneficiary reported a
dependent on Form CA-7.

(continued)
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Agreed-Upon Procedures and Results

[I. Benefit Expense

Agreed Upon Procedures Performed

Results of Procedures

21) For a selection of 81
compensation payments made for
initially eligible claimants during
the fiscal year ended September
30, 2019, recalculated the
compensation pay rate and
benefit amount in accordance with
chapter 2-0900 of the FECA
Procedure Manual. Compared the
recalculated compensation pay
rate and benefit amount to the
compensation pay rate and benefit
amount in the IFECS database
and reported any differences.

As a result of applying this procedure, we
identified a difference of $186 between the
recalculated benefit amount and the IFECS
database for one of the selected
compensation payments.

For a selection of 120
compensation payments made
during the fiscal year ended
September 30, 2019 for
continuing eligibility and file
maintenance, compared the
related beneficiaries’ name, SSN,
date of birth, date of injury or date
disability began, and dependent
information from applicable Forms
CA-7 Claim for Compensation,
and CA-1032 Request for
Information on Earnings, Dual
Benefits, Dependents, and Third
Party Settlements to the
beneficiaries’ name, SSN, date of
birth, date of injury or date
disability began, and dependent
information in the IFECS database
and reported any differences in
claimant information.

22)

As a result of applying this procedure, we
identified one payment in which the
dependent information in iIFECS reflected
that the beneficiary had no dependents,
whereas the beneficiary reported a
dependent on Form CA-1032.

(continued)
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[I. Benefit Expense

Agreed Upon Procedures Performed

Results of Procedures

23) For a selection of 65 medical
payments made during the fiscal
year ended September 30, 2019,
compared the vendor name and
date from the medical bill, and
payment amount on the summary
sheet from the Achieve system to
the vendor name, payment
amount and date in the CBP
database and reported any
differences.

No differences were noted as a result of
applying this procedure.

24) Compared the FY 2019 fourth
quarter benefit expense estimate
as reported on the Liability for
Current Federal Employees’
Compensation Act Benefits report
to the sum of the actual FY 2019
fourth quarter benefit expenses
recorded in the IFECS and CBP
databases and reported any
differences.

As a result of applying this procedure, we
noted that the FY 2019 fourth quarter benefit
expense estimate as reported on the
Liability for Current Federal Employees’
Compensation Act Benefits was less than
the FY 2019 benefit expenses recorded in
the iIFECS and CBP databases by $24,636.
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ACRONYMS and ABBREVIATIONS

AGR U.S. Department of Agriculture
CARS Central Accounting Reporting System
CBP Central Bill Processing System
CFO Act Chief Financial Officers Act
COLA Cost-of-Living Adjustment
COM U.S. Department of Commerce
CPI-Med Consumer Price Index for Medical
DOL U.S. Department of Labor
EDU U.S. Department of Education
EOP Executive Office of the President
FECA Federal Employees' Compensation Act
FY Fiscal Year
IFECS Integrated Federal Employees’ Compensation System
IPAC Intragovernmental Payment and Collection
NASA National Aeronautical and Space Administration
NRC Nuclear Regulatory Commission
NSF National Science Foundation
OCFO Office of the Chief Financial Officer
OMB Office of Management and Budget
OPM Office of Personnel Management
OWCP Office of Workers' Compensation Programs
PCC Panama Canal Commission
SBA Small Business Administration
SSN Social Security Number
USPS U.S. Postal Service
WHCA War Hazards Compensation Act
U.S. Department of Labor—Office of Inspector General 46
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REPORT FRAUD, WASTE, OR ABUSE TO
THE DEPARTMENT OF LABOR

Online
http://www.oig.dol.gov/hotline.htm

Telephone
(800) 347-3756 or (202) 693-6999

Fax
(202) 693-7020

Address

Office of Inspector General
U.S. Department of Labor
200 Constitution Avenue, NW
Room S-5506
Washington, DC 20210
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